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CONDITIONAL SALE AGREEMENT

Conditional Sale Agreement, dated as of August 1, 1974 among
the corporation named as Manufacturer at the foot of this
agreement (the "Manufacturer"), Milwaukee Land Company, an Iowa
corporation (the "Vendee"), and chicago, Milwaukee, St. Paul and
Pacific Railroad Company, a  Wisconsin ° corporation (the
"Guarantor") . ‘ : ‘

Whereas, the Manufacturer is willing to construct, sell and
deliver to the Vendee, and the Vendee is willing to purchase, the
railroad equipment dJdescribed in Schedule A .attached: hereto
{collectively the . "Equipment"® and individually an "Item of
Equipment") ; and v : : - '

Whereas, the Vendee is entering into an equipment lease (the

~M"Tease") dated as of the date hereof with ALASKA INTERNATIONAL

INDUSTRIES, INC. (the "Lessee") substantially in the . form
attached as Annex I hereto providing, among other things, for the
leasing, subject to +this Agreement, of +the Equipment by the
Vendee to the Lessee; and '

Whereas, the lessee is entering into an equipment lease (the
"Sublease") -dated as of the date hereof with the Guarantor
substantially in the form attached as Annex II hereto providing,
among other +things, for the leasing, subject to this Agreement,
of the Equlpment by the Lessee to the Guarantor; and

Whereas, the Guarantor is willing +to guarantee to the

Manufacturer the due and punctual payment of all sums payable by,

and. the due and punctual performance of all other obligations of,
the- Vendee under this Agreement and has joined in this Agreement
for the purpose of setting forth the terms and conditions of such
guaranty and maklnq certain further agreements as hereinafter set
forth; .

Now, Therefore, in consideration of the mutual promises,

covenants. and agreements hereinafter set forth, the parties
hereto aqree as follows- U

‘Section 1.'uConstruction and Ssale.

The Manufécturer will construct, sell. and deliver to the

 Vendee, and the Vendee will purchase from the Manufacturer and
accept delivery of and pay for as hereinafter provided, the

Equipment, each Item of which shall be constructed in ‘accordance
with the applicable specifications heretofore agreed upon by the
Guarantor and the Manufacturer, with such modifications thereof
as may be agreed wupon in writing by the Guarantor and the
Manufacturer (which specifications and modifications, if any, are



hereinafter called the "Specifications"). The design and quality
of equipment and material in such Items shall conform to all
. Department of Transportation and Interstate Commerce Commission
. requirements and specifications for new equipment, and to all
' standards recommended by the Association of American Railroads,
~interpreted as being applicable to new railroad equipment of the
character of such Items as of the date of this Agreement. :

‘Section 2. Delivery.

~ 2.1. The Manufacturer will deliver the various 1Items of
Equipment +to the Vendee 1in accordance with the applicable
delivery schedule set forth in Schedule A hereto; provided,
however, +that +the Manufacturer shall have no obligation to
deliver any Item of Equipment hereunder subsequent to the filing
by or against the Guarantor of a petition for reorganization

under Section 77 of the Bankruptcy Act.

' 2.2. The Manufacturer's obligation as to time of delivery is
subject, however, to delays resulting from causes beyond the
Manufacturer's reasonable control, including, but not limited to,
acts of God, acts of government such as embargoes, priorities and
allocations, war or war conditions, riots or civil commotion,
sabotage, strikes, differences with workmen, accidents, fire,
flood, explosion, damage to plant, equipment or facilities, or
delays in receiving necessary materials or delays of carriers.

2.3. Notwithstandinag the foregoing provisions of this
Section 2, the Vendee shall rnot be obligated hereunder to accept
and pay for any Equipment not delivered and accepted on or before
June %, 1975. Any Equipment not so delivered and accepted shall
be excluded from this Agreement and not included in the term
"Equipment" as used in this Agreement. In the event of any such
exclusion the Manufacturer shall remain obligated to construct,
sell and deliver to the Vendee or the Guarantor, .and the Vendee
and the Guarantor shall remain jointly and severally obligated to
purchase from the Manufacturer, accept delivery of and pay for,
any of the Equipment thus excluded from this Agreement, and the
Guarantor, the Vendee and the Manufacturer shall execute an
agreement supplemental hereto 1limiting this Agreement +to the
Equipment not excluded herefrom, and the Manufacturer, the Vendee
and the Guarantor shall further execute a separate agreement
providing for the sale of such excluded Equipment by the
Manufacturer to the Vendee or the Guarantor upon the same terms
and conditions as those contained herein, modified only to the
extent necessary to provide for full payment in cash upon
delivery of the Equipment, either directly or indirectly by means
of a conditional sale agreement, equipment +rust or other
appropriate method of financing as the Guarantor may determine
and as may be reasonably satisfactory to the Manufacturer.
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2.4, The Equipment during construction shall be subject to
inspection by an inspector or other authorized representative of
the Vendee and the Guarantor. Acceptance of the Equipment by the
Guarantor opursuant to the Sublease shall be deemed to be
acceptance - of +the ‘Equipment by the Vendee hereunder, and the
Guarantor agrees to furnish the Certificate or Certificates of
Acceptance under the Sublease to the Manufacturer in such number

of counterparts as may be reasonably requested.

2.5. The Manufacturer shall bear the risk of 1loss of each
Item of Equipment or damage thereto until delivery and acceptance
hereunder. Upon delivery and acceptance hereunder of each of
such Items of Equipment the Vendee shall bear the risk of loss of
or damage to such Items.

Section 3. : Purchase Price and Payment.

3.1. The base price per Item of Equipment, including freight
charges, if any, to place of delivery, but exclusive of interest,
insurance and all other charges, is as set forth in Schedule A
hereto. . The base price per Item of Equipment shall be subject to
increase or decrease 'as may be agreed +to in writing by the
Manufacturer, the Vendee and the Guarantor, and the term
"purchase ' price" as used herein shall mean the base price as so
increased or decreased; provided that the purchase price for each
Ttem of Equipment shall not exceed the maximum price provided
therefor in Schedule A hereto provided further, however, that the
aggregate ' purchase price for any Group (as hereinafter defined)
of Equipment delivered hereunder may exceed the aggregate maximum
price provided in Schedule A hereto of the Items of Equipment in
such Group by an amount not greater than the amount, if any, by
which the aggregate maximum price provided in Schedule A hereto
of all Groups theretofore delivered exceeded the aggregate
purchase price of such Groups.

3.2. Settlement shall be made between the Vendee and the
Manufacturer for the purchase price of the Equipment .on one or
more Closing Dates (the Equipment settled for on each Closing
Date being hereinafter called a "Group"). The term "Closing
Date" with respect to each Group shall mean such date not more
than ten business days following presentation by the Manufacturer
to the Vendee of the invoice or invoices and the Certificate or
Certificates of Acceptance with respect to the Group as shall be
fixed by the Vendee by written or telegraphic notice delivered to
the Manufacturer at least six business days prior to such
designated date.

3.3. The Vendee hereby acknowledges itself to be indebted to
the Manufacturer in the amount of and hereby promises to pay to
the Manufacturer at the office of American National Bank and



Trust Company of Chicago, La Salle at Washington, Chicago,
Illinois, or at the office of such other bank or trust company in
the United States of America as the Manufacturer or its assignee
shall designate for payment to it, +the purchase price of the
FEquipment. ‘Payment of the purchase price of each Group shall be
made as follows: :

(a) On each Closing Date an amount at 1least equal to
20% of the agaregate purchase price for all Items of
Equipment in the Group for which settlement is then being
made; and

(b) (i) with respect to all Grcups an amount equal to
the aggregate purchase price of each such Group less the
amount paid pursuant to clause (a) above on the Closing Date
with respect to such Group (said difference being hereinafter
sometimes called the "Conditional Sale Indebtedness") plus
interest on the unpaid balance thereof, at the rate of 11%
per annum, from the Closing Date with respect to such Group
(or, to the extent paid on January 2, 1975 under clause (ii)
of +this paragraph (b), from January 2, 1975), payable in 60
substantially equal installments, 1including both principal
and interest, on each January 1, April 1, July 1 and October
1, commencing April 1, 197%; and

; (ii) with respect to each Group delivered prior to
~January 2, 1975, there shall be payable on January 2, 1975 an
amount equal to interest on the Conditional Sale
Indebtedness with respect to such Group from the Closing Date
with respect to such Group (or, to +the extent paid on
November 11, 1974 under clause (iii) of this paragraph (b),
from November 11, 19784) +to January 2, 1975 at the rate of 11%
per annum; and

(iii) with respect to each Group delivered prior to
November 11, 1974, there shall by payable on November 11,
1974 an amount equal to interest on the Conditional Sale
Indebtedness with respect to such Group from the Closing Date
with respect to such Group to November 11, 1974 at a rate per
annum equal to 120% of the minimum commercial 1lending rate
charged by Continental 1Illinois National Bank and Trust
Company of Chicago as in effect from time to time during such
period.

3.4. The term "business days" as used herein means calendar
days, excluding Saturdays, Sundays and holidays on which banks in
the State of Tllinois or New York are authorized or required to
close.

3.5. Interest under this Agreement shall be determined on
the basis of a 360-day vyear of twelve 30-day months. All
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payments provided for in this Agreement shall be made by the
Vendee in - such coin or currency of the United States of America
as at the time of payment shall be legal tender for the payment
of public and private debts.

3.6. The Vendee will pay interest at the rate of 12% per
Annum upon all unpaid balances of Conditional Sale Indebtedness
and (to the extent legally enforceable) upon interest, after the
same shall have become due and payable pursuant to the terms
hereof, "anything herein to the contrary notwithstanding.

3.7. Fxcept as provided in Section 6 hereoF the Vendee
shall not have the privilege of prepaylng any installment of the
¢onditional Sale 1Indebtedness prior to the date it becomes dde
heresunder.

3.8. All payments to be made by the Vendee hereunder will be
free of expense to +the Manufacturer for collection or other
charges and will be free of expense to the Manufacturer with
resnect to the amount of any local, state, federal or forelgn
taxes (other than net income, gross receipts [except gross
receipts taxes in the nature of or in 1lieu of sales or use
taxes], excess profits and similar taxes) or liceénse fees,
assessments, charqes, fines or penalties hereafter 1levied or
imposed upon or in connection with or measured by, this Agreement
or any sale, wuse, 1leasing, subleasing, payment, shlpment,
delivery or transfer of title under the terms hereof (all such
expenses, taxes, license fees, assessments, charges, f;nes and
penalties being hereinafter called impositions), all of whléh_
impositions the Vendee assumes and agrees to pay on demand The
Vendee will also pay promptly all impositions which may be
imposed upon the Equipment delivered +to it or for the use or
Operation thereof or upon the earnings arising therefrom or upon
the Manufacturer solely by reason of its ownership thereof and
will keep at all times all and every part of the Equipment free
and clear of all impositions which might in any way affect the
title of the Manufacturer or result in a lien upon any part of
the Equipment; provided, however, that the Vendee shall be under
no obligation to pay any impositions of any kind so long as it is
contesting in good faith and by appropriate 1legal proceedlnqs
such impositions and the nonpayment thereof does not, in the
opinion of the Manufacturer, adversely affect the property or
rights of +the Manufacturer in or to the Equipment or otherwise
under this Agreement. If any such impositions shall have beén
charged or levied against the Manufacturer directly and paid by
the Manufacturer, the Vendee shall reimburse the Manufacturer
upon presentation of an invoice therefor, and any amounts so paid
by the Manufacturer shall be secured by and under this Agreement~
provided, however, that the Vendee shall not be obligated to
reimburse the Vendor for any impositions so paid wunless the
Manufacturer shall have been legally liable with respect thereto




(as evidenced by . an opinion of counsel for the Manufacturer) or
unless the Vendee shall have approved the payment thereof.

Section 4. Title to the Equipment.

u.1. The Manufacturer shall and hereby does retain the full
security title to and property in the Equipment until the Vendee
shall have made all of the payments hereunder and shall have kept
and performed all its agreements herein containegd,
notwithstanding the delivery of the Equipment to and the
possession and use thereof by the Vendee, the Lessee or the
Guarantor as contemplated hereby. BAny and all additions to the
Fauipment and any and all replacements of the Equipment and of
varts thereof and additions thereto shall constitute accessions
to the Equipment and shall be subject to all terms and conditions
of this Agreement and included in the term "Equipment" as used in
this Agreement. ~

b.2. When and only when the Manufacturer shall have been
paid the full indebtedness in respect of the purchase price of
the Equipment, together with interest and all other payments as
herein provided and all the Vendee's other obligations herein
contained shall btave been performed, absolute right to the
possession of, title to and property in the Equipment shall pass
to and vest in the Vendee without further transfer or action on
the part of the Manufacturer, exceot that the Manufacturer, if
requested by the Vendee so to do, will execute a bill or bills of
sale of +the Equipment releasing its security title thereto anAd
property therein to the Vendee or upon its order free of all
liens and encumbrances created or retained hereby and deliver
such bill or bills of sale to the Vendee at its address specified
in Section 20 hereof, and will execute in the same manner and
deliver at the same place, for filing, registering, recording or
depositing in all necessary public offices, such instrument -or
instruments -in writing as may be necessary or appropriate in
order then to make clear upon the public records the title of the
Vendee to the Equipment, and will pay to +the Vendee any money
paid +to the Manufacturer, pursuant to Section 6 hereof and not
theretofore applied as therein provided. The Vendee hereby
waives and releases any and all rights, existing or that may be
acquired, in or to the payment of any penalty, forfeit or damages
for failure to execute and deliver such bill or bills of sale or
to file any certificate of payment in compliance with any law or
statute requiring the filing of the same, except for failure to
execute and deliver such bill or bills of sale or to file such
certificate within a reasonable time after written demand by the
Vendee.
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Section 5. Marking of Equipment.

The Vendee shall cause each Item of- Equlpment to be marked ds
requlred by Section 4 of the Sublease.

Section 6. Casualty Occurrences.

6.1. In the event that any Item of Equipment shall be or
become lost, stolen, destroyed, or, in the reasonable opinion of
the Vendee or the Guarantor, irreparably damaged, or shall Be
requisitioned or taken over by any governmental authority under
the vpower of eminent domain or otherwise or shall be removed by
the Manufacturer pursuant to Section 12.1 (each such occurrencé
except for any requisition which by its terms is indefinite or
would not extend beyond January 1, 1990, being hereinafter called
a "Casualty Occurrence"), prior to the payment of tHe
indebtedness in respect of the purchase price of such Item,
together with interest thereon and all other payments requlred
hereby, the Vendee shall promptly (after it has knowledge of such
Casualty Occurrence) and fully inform the Manufacturer in reaard
thereto. When any Item of Equipment suffers a Casualty
Occurrence the Vendee, on the date of payment of the next
succeeding installment of interest or of principal and’ interest
on such indebtedness, shall pay to the Manufacturer the Casualty
Payment of such Item as of the date of such payment. Each such
payment shall be accompanied by notification from the Vendee that
sald payment constitutes a Casualty Payment.

6.2. The Manufacturer shall, immediately upon receipt
thereof, apply the money deposited pursuant to Section 6.1 to the”
prepayment of the indebtedness in respect of the purchase price
of  the FEquipment having suffered a Casualty Occurrence, plus
interest then accrued on the portion thereof so prepaid, but
without premium. The quarterly payments of the indebtedness in:
respect.of the purchase price of the remaining Equipment and’
interest thereon, becoming due thereafter shall be redetermined
on .the basis of the amount of such indebtedness remaining unpald
and on K the basis of the number of quarterly payments remaining
immediately after such apvlication.

6.3. Upon payment to the Manufacturer of the Casualty
Payment in respect of an 1Item of Equipment having suffered a
Casualty Occurrence, absolute right to the possession of, t1tle
to and property in such Item shall automatically pass to and vest‘
in the Vendee without further transfer or action on the part of
the Manufacturer.

6.4, The payment to be made to the Manufacturer in respect‘
of each TItem of Fquipment having suffered a Casualty Occurrence
(the "Casualty Payment") shall be an amount determined as of the



date the Casualty Payment is paid equal to that portion of the
original purchase price thereof as is set forth in the Schedule
of Casualty Payments attached hereto as Schedule B opposite such
payment date, together with the installment of principal and
interest (or of interest only, in the case of January 2, 1975)
payable with respect to such Ttem on such payment date pursuant
to Ssection 3.3(b) (i) or (ii), as the case may be. It is
understood and agreed that the Casualty Payments set forth on
Schedule B hereto have been computed on the basis of payment by
the vendee of 20% of the purchase price under .Section 3.1(a) * and
that if the Vendee shall pay a greater portion of the purchase
price for any Item of Equipment under Section 3.1(a) the Casualty
Payment in respect of such Item will be computed 1in the same
manner (but reflecting +the increased payment by the Vendee) as
that used in computing the Casualty Payments on Schedule B
hereto. o

6.5. In the event that prior to January 1, 1990, the use of
any Item of Equipment 1is requisitioned or taken by any
governmental authority under the power of eminent domain or
otherwise for an indefinite period or for a stated period ending
on or before said date, the Vendee's duty to pay the indebtedness
in respect of the purchase price thereof shall continue for the
duration of such requisitioning or taking. The Vendee shall be
entitled to receive and retain for 1its own account all sums
payable for any such period by such governmental authority as
compensation for such requisition or taking of possession.

Section 7. Obligations of Guarantor.

7.1. The Guarantor, for value received, hereby
unconditionally guarantees to the Manufacturer the due and
punctual payvment of the purchase price of the Equipment and
interest thereon, and the due and punctual performance of all
obligations of the Vendee under this Agreement and
unconditionally guarantees to the Manufacturer that all sums
payable by the Vendee under this Agreement will be promptly paid
when due in accordance with the provisions of +this Agreement,
together with interest +thereon as herein provided, whether at
stated maturity or by declaration or otherwise, and 1in case of
default by the Vendee 1in any such obligations or payment the
Guarantor agrees punctually to perform or pay the same,
irresvective of any enforcement against the Vendee of any of the
rights of the Manufacturer hereunder. '

7.2, The . Guarantor hereby agrees +that 1its obligations
hereunder shall ke unconditional, irrespective of the validity,
reqularity or enforceability of this Agreement or any other
circumstances which might otherwise constitute a legal or
equitable discharge of a surety or gquarantor or 1limit the

1y
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recours2 of the Manufacturer against the Vendee. The Guarantor
hereby waives diligence, presentment, demand for payment,
protest, . any notice of any assignment hereof in whole or in part
or of any default hereunder and all notices with respect to this
Agreement and all demands whatsoever hereunder. No waiver by the
Manufacturer of any of its rights hereunder and no action by the
Manufacturer to enforce any of its rights hereunder or failure to
take, or delay in - taking, any such action shall. affect the
obligations of the Guarantor hereunder. '

7.3. The Guarantor hereby covenants and agrees with the
Manufacturer, for the benefit of the Manufacturer, its successors
and assigns, that, while any indebtedness in respect of the
purchase price of the Equipment remains unpaid, the Guarantor
will faithfully ohserve all the terms, covenants and conditions
set forth 1in +the Sublease and perform all obligations of the
Guarantor thereunder, it being agreed that +the undertakings of
the Guarantor pursuant to the Sublease shall be deemed a part of
this Agreement with the same force and effect as if set forth
herein in full. The obligations of the Guarantor under the
provisions of the preceding sentence shall not be affected by any
termination of the Lease or the Sublease or the invalidity of
either +thereof, as between the parties thereto, for any reason
but shall continue as though the Lease or the Sublease, as the
case may be, continued in full force and effect until the
indebtedness in respect of the purchase price of the Equipment,
together with interest thereon, shall have been paid in full.

7.4. The Guarantor agrees that any insurance maintained
pursuant to the Sublease shall include among the named -
beneficiaries the Vendee and the Manufacturer, as their
respectlve 1nterosts may appear,

7m5. In the event that the Guarantor shall make any payments
to the Manufacturer on account of 1its guaranty hereunder, the
Guarantor hereby covenants and agrees that it shall not acquire
any rights, by subrogation or otherwise, against +the Vendee or
with respect to any of the Items of Equipment by reason of such
payments, all such rights being hereby irrevocably released, -
discharged and waived by the Guarantor; provided, however, that
after the payment by the Guarantor to the Manufacturer of all
sums payable under this Agreement, the Guarantor shall, by
subrogation, be entitled to the rights of the Manufacturer
against - the Vendee by reason of such payment, to the extent, but
only to the extent, that the Vendee has received income and
proceeds from the Equipment and has not applied such funds to the
payment, 1in accordance with this Agreement, of sums payable by
the Vendee to the Manufacturer hereunder. :




Section 8. Reports and Inspections.

On or before May 1 in each year, commencing with the year
1975, the Guarantor will furnish to the Manufacturer,
concurrently with the transmission thereof to the Lessee, copies
of each and every report. or statement to be furnished to the
Lessee by the Guarantor pursuant to Section 12 of the Sublease.
The Manufacturer shall have the right, by its agents, to inspect
the Equipment and records of the Vendee and the Guarantor w1th
respect thereto once in every year.

Section 9. Possession and Use.

9.1. The Vendee, so long as it shall not be in default under
this Agqreement, shall be entitled, from and after delivery of the
Equipment by the Manufacturer to the Vendee, to the possession of
the Equipment and the wuse thereof upon and subject to all the
terms and conditions of this Agreement.

9.2. Without limiting any of the rights of the Vendee under
Section 13 hereof, the Vendee may lease the Equipment to the
lessee or its assigns as permitted by, and for use as provided
in, Section 17.3 of the Lease and the Lessee may lease the
Equipment to the Guarantor or its assigns as permitted by, and
for use as. provided in Section 17 of the Sublease, provided,
however, and the Guarantor hereby acknowledges, that the rights
of the Guarantor and its permitted assigns under the Sublease are
subordinate and junior in rank to the rights, and are subject to
the remedies, of the Manufacturer under this Agreement. A copy
of any such assignment by the Guarantor shall be furnished to the
Manufacturer. Subiject always to the provisions of Section 16 of
the Lease, the Vendee hereby agrees that it will not exercise any
of the remedies provided in Section 14 of the Lease unless it
shall notify the Manufacturer in writing of its intended exercise
thereof, and hereby further agrees to furnish to the
Manufacturer, at its written request, copies of all summons,
writs, processes and other documents served by it upon the Lessee
or served by the lessee upon it in connection therewith.

Section 10. Prohibition Against Liens.

10.1. The Vendee will pay or satisfy and discharge any and
all sums claimed by any party by, through or under the Vendee or
its successors or assigns (other than the Lessee or its assigns
f other than the Guarantor]) which, if unpaid, might become a lien
or a charge upon any Item of Equipment equal or superior to the
security title of the Manufacturer, but shall not be required to
pay or discharge any such claim so long as the validity thereof
shall be contested by the Vendee in good faith and by appropriate
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legal proceedings in any reasonable manner and the nonpaymeht
thereof does not, in the opinion of the Manufacturer, adversely
atfect the property or rights of the Manufacturer hereunder.

10.2. This covenant will not be deemed breached by reason 6f
liens for taxes, assessments or governmental charges or levies,
in each case not due and delinquent, or undetermined or inchoate
materialmen's, mechanics', workmen's, repairmen's or other like
liens arising in the ordinary course of business and, 1in each
case, ‘not delinquent. -

Section 11. Indemnities.

11.1. The Vendee and the Guarantor jointly and severally
agree to indemnify, protect and hold harmless the Manufacturer
from and against all losses, damages, injuries, liabilities,
claims and demands whatsoever, regardless of the cause thereof,
and expenses in connection therewith, including counsel fees,
arising out of retention by the Manufacturer of security title to
the Equipment, or out of the use and operation thereof during the
period when security title thereto remains in the Manufacturer,
and also agree that the Manufacturer shall be entitled to the
benefit and protection of all indemnities of the Guarantor
contained 'in Section 6 of the Sublease to the same extent and
with the same force and effect as .if said indemnities were set
forth herein in full and the Manufacturer were expressly named in
the Sublease as one of the parties entitled to the benefit and
protection thereof. This covenant of indemnity shadall continue in
full force and effect notwithstanding the full payment. of the
indebtedness in. respect of the purchase price of the Equipmernt:
and. the conveyance of the Equipment, as provided in Section 4.2
hereof, or the termination of this Agreement in any manner
whatsoever.,

11.2. As between. the Manufacturer and the Vendee, the"
Vendee, after delivery to and acceptance by the Vendee pursuant
to Section 2.4 hereof, will bear the risk of, and shall not be
released from 1its obligations hereunder in the event of, any
damage to or the destruction or loss of any Item or of all the:
Fquipment.

11.3. The Manufacturer for itself warrants that the Items of:
Equipment will be built in accordance with the Specifications:
therefor and warrants that the Items of Equipment will be free
from defects in material (except as to specialties incorporated
therein specified by the Vendee or the Guarantor and not
manufactured by the Manufacturer, in respect o0f which the
Manufacturer hereby appoints and constitutes the Vendee and the
Guarantor and each of them its agents and attorneys-in-fact to
assert and enforce from time to +time in the name of the’

11



Manufacturer but for the account of the Vendee and the Guarantor
as their interests may appear and in all cases at the sole cost
and expense of the Vendee and the Guarantor whatever claims and
rights the Manufacturer may have against the manufacturer of the
specialty) or ~ workmanship under normal use and service, the
Manufacturer's obligation under this Section being 1limited to
making ogood at its plant any part or parts of any such Item of
Equipment which shall within the period specified in Schedule A
hereto after the delivery of such Item of Equipment to the Vendee
be returned to +the Manufacturer with transportation charges
prepaid and which the Manufacturer's examination shall disclose
to 1its satisfaction +to have been +thus defective; provided,
which shall have been repaired or altered unless repaired or
altered by the Manufacturer or its authorized service
representatives, if, in its judgment, such repairs or alterations
affect the stability of any such Item of Equipment or (ii) any
Item of Equipment which has been subject to misuse, negligence or
accident. THIS WARRANTY IS EXPRESSLY 1IN LIEU OF ALL OTHER
WARRANTIES, EXPRESS OR IMPLIED, INCLUDING ANY IMPLIED WARRANTY OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE, AND OF ALL
OTHER OBLIGATIONS OR LIABILITIES ON THE PART OF THE MANUFACTURER,
EXCEPT FOR 1ITS OBLIGATIONS HEREUNDER AS LIMITED HEREBY, AND THE
MANUFACTURER DOES NOT ASSUME OR AUTHORIZE ANY PERSON TO ASSUME
FOR IT ANY OTHER LIABILITY IN CONNECTION WITH THE CONSTRUCTION
AND DELIVERY OF THE EQUIPMENT EXCEPT AS AFORESAID. IN NO EVENT
SHALYL. THE MANUFACTURER BE LIABLE FOR SPECIAL, INCIDENTAL OR
CONSEQUENTIAL DAMAGES OR COMMERCIAL 1O0OSS. The Manufacturer
reserves the right to make changes in the design of, or add any
improvements to, any Item of Equipment at any .time with the
approval of the Vendee and the Guarantor without incurring any
obligation to make similar changes or additions in respect of any
other Item of Equipment previously delivered hereunder. The
Manufacturer further agrees with the Vendee that acceptance of
any Item of Equipment under . Section 2.4 hereof shall not be
deemed a waiver by the Vendee of any of its rights under this
Section 11.3. The Guarantor and the Vendee agree with the
Manufacturer that, so 1long as there has been no termination of
the L.ease or Sublease or Event of Default thereunder, the
performance R of the obligations of the Manufacturer to the Vendee
under the foregoing warranty shall be deemed satisfactory if the
performance of said obligation by the Manufacturer is
satisfactory to the Guarantor.

Section 12. Patent Indemnities.
12.1. Except in cases of designs specified by the Guarantor
and not developed or purported +to be developed by the

Manufacturer, and articles and materials specified by the
‘Guarantor and not manufactured by +the Manufacturer, the
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Manufacturer agrees for itself to indemnify, protect :  and hold
harmless the Vendee and the Guarantor from and against any and
all liability, claims, demands, costs, charges and expenses,
including royalty payments and counsel fees, in any manner
imposed upon or accruing against the Vendee or +the Guarantor
because of the use in or about the construction or operation of
any Item of Equipment, of any design, article or material which
infrinces or is <claimed +to infringe on or which is claimed to
constitute contributory infringement with respect to any patent
or other right. The Guarantor likewise will indemnify, protect
and hold harmless the Manufacturer and the Vendee from and
agqainst any and all liability, claims, demands, costs, charges
and expenses, including royalty payments and counsel fees, in any
manner imposed upon or accruing against the Manufacturer or the
Vendee because of the use in or about the construction or
operation of any Item of Equipment, of any design specified by
the Vendee or the Guarantor and not developed or purported to be
developed by the Manufacturer, or article or material specified
by +he Vendee or the Guarantor and not manufactured by the
Manufacturer, which infringes or is claimed +to infringe on or
which 1is claimed to constitute contributory infringement with
respect to any patent or other right. In case any Item of
FEquipment is held to constitute infringement of any patent or
other similar right in gegpect Of which liability may be charged
against the Manufacturer, and the use of any Item oOof Equipment isa
enjoined, <ehe Mapufacturer shall, at its own expence and at ites
option, either procure for the Vendee and the Guarantor the right
to continue ueing such Ttem of Equipment or replace the same with
non-infringing ecquipment, or modify it so it becomes non-
infringing -or remove such Item of Equipment and refund the entire
purchase price therefor together with transportation charges.
Without intending any limitation of the  foregoing, the
Manufacturer agrees to and hereby does, to the extent legally
possible without impairing any claim, right or cause of action
hereinafter referred +to, transfer, assign, set over and deliver
to the Vendee every claim, right and cause of action which the
Manufacturer has or hereafter shall have against the originator
of any design or against the seller or sellers of any designs or
articles or materials specified by the Vendee or the Guarantorxr
purchased or otherwise acquired by the Manufacturer for use in or
about the construction or operation of the Items of Equipment -on
the ground that any such design, article or material or operation
thereof infringes or is claimed to infringe on or to constitute
contributory infringement with respect to any patent or -other
right and the Manufacturer further agrees to execute and .deliveyx
to the Vendee and the Guarantor all and every such further
assurance as may be reasonably requested by the Vendee or the
Guarantor, more fully to effectuate the assignment, transfer .and
delivery of every such claim, right and cause of action. The
Manufacturer will give notice to the Vendee and the Guarantor of
any claim known to the Manufacturer from which liability may be
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charged aagainst the Vendee or the Guarantor hereunder and the
Guarantor and the Vendee will each give notice to the
Manufacturer of any claim known to it from which liability may be
charged against the Manufacturer hereunder.

12.2. The term "design" wherever used in this Agreement Or
in any assignment of this Agreement shall be deemed to include
formulae, systems, processes and combinations. B

12.3. The obligations and liabilities of the Manufacturer
under this Section shall apply only to Equipment located and used
in the continental United States, Canada and Mexico.

Section 13. Assignments.

v 13.1. The Vendee will not sell, assign, transfer or
otherwise dispose of its rights under this Agreement or, except
as contemplated by Section 9.2. hereof, transfer the right to
possession of any Item of Equipment without first obtaining the
written consent of the Manufacturer, which consent shall not be
unreasonably withheld. No such sale, assignment or transfer
shall subject the Manufacturer to any duties, obligations or
liabilities whatsoever.

13.2. All or any of the rights, benefits and advantages of
the Manufacturer under this Agreement, including the right to
receive the payments herein provided to be made by the Vendee and
the benefits arising from the undertakings of the Guarantor
hereunder, may be assigned by the Manufacturer and reassigned by
an assignee at any time or from time to time. No such assignment
shall subject any assignee to, or relieve the Manufacturer from,
any of the obligations of the Manufacturer to construct and to
deliver the Equipment in accordance with the provisions hereof or
to respond to its warranties and agreements contained herein, or
relieve the Vendee or the Guarantor of their respective
obligations to the Manufacturer hereunder.

13.3. Upon any such assignment by the Manufacturer either
the assignor or the assignee shall give written notice to the
vVendee and the Guarantor, together with a counterpart or copy of
such assignment, stating the identity and post office address of
the assignee, and such assignee shall, by virtue of such
assignment, acquire .all of the Manufacturer's right, security
title and interest in and to the Equipment, or specific Items
thereof assigned, subject only to such reservations as may be
contained in such assignment. From and after the receipt by the
Vendee and .-the Guarantor, respectively, of the notification of
any such assignment, all payments thereafter to be made by the
vendee or the Guarantor hereunder shall, to the extent so
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assigned, be made to the assignee at the address of the assignée
specified in the aforesaid notice. .

13.4. The Vendee and the Guarantor recognize that it is the
custom of railroad equipment manufacturers or sellers to assign
agreements of this character and understand that the assignment
of this Agreement, or of some or all of the rights of the
Manufacturers hereunder, 1is contemplated. Thé Vendee arid the
Guarantor expressly represent, for the purpose of assurance to
any person, firm or corporation considering the acquisition of
this Agreement or of all or any of the rights of the Manufacturér
hnreunder, and for the purpose of inducing such acquisition, thdt
in the event of such assignment by the Manufacturer as
hereinbefore provided the rights of such assignee to the éentire
unpaid Conditional Sale Indebtedness in respect of thée Equipmert
or such part thereof as may be assigned, together with interest
thereon, as well as any other rights hereunder which may be so
assigned, shall not be subject to any defense, set-off,
counterclaim or recoupment whatsoever arising out of any breach
of any obligation of the Manufacturer with respect to the
Equipment or the delivery or warranty thereof, or with respéect to
any indemnity herein contained, nor subject to any defense, set<
off, counterclaim or recoupment whatsoever arising by reéason of
any other indebtedness or liability at any time owing to the
Vendee or the Guarantor by the Manufacturer. Any and all such
obligations, howsoever arising, shall be and remain enforcéable
by - the Vendee or the Guarantor, as the case may be, agalnst and
only against the Manufacturer.

13.5. 1In the event of any such assignment oOr succéssive
assianments by the Manufacturer of security title to the
Egquipment and of the Manufacturer's rights hereunder with respect
thereto, the Vendee will, whenever requested by such assignee,
change or cause to be changed the names and word or words to be
marked on each side of each Item of Equipment or, in the ev¥ent
such TItem shall then be leased to the Guarantor; the Guarantor
shall change or cause to be changed the names and word or words
to. be marked on each side of such Item, so as to indicatée the
security title of such assignee to the Equipment with such names
and word or words as shall be specified by such assignee, subject
to the requirements of the laws of the jurisdictions in which the
Equipment shall be operated relating to such names and word or
words for use on equipment covered by conditional salé agreements
with respect to railroad equipment. The cost of marking such
names and word or words with respect to the first assignee of
this Agreement, (Or to a successor agent or trustee in case the
first assignee 1is an agent or trustee) and with respect to the
Vendee shall be borne by the Manufacturer. The cost of marking
such names and word or words in connection with any subsequent
assignment (other than to a successor agent or trustee if the
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first assignee 1is an agent or trustee) will be borne by the
subsequent assiagnee.

13.6. In the event of any such assignment prior to the
completion of delivery of +the Equipment, the Vendee and the
Guarantor will, in connection with settlement for any Group of
Equipment subsequent to such assignment, deliver or caused to be
delivered to the assignee, at the time of delivery by the Vendee
of notice fixing the Closing Date with respect to such Group, all
documents reasonably required by the terms of such assignment to
be delivered by or on behalf of the Vendee and the Guarantor,
respectively, to the assignee in connection with such settlement,
in such number of counterparts as may reasonably be requested.

13.7. If on the Closing Date with respect to any Group the
Manufacturer shall not receive the aggregate purchase price in
-respect of such Group, the Manufacturer will promptly notify the
Vendee and the Guarantor of such event and, if such amount shall
not have been previously paid, the parties hereto will, upon the
request of the Manufacturer, enter into an appropriate written
agreement with +the Manufacturer excluding from this Agreement
those Items of Equipment whose aggregate purchase price shall not
have been received, and the Vendee or the Guarantor will, not
later than 90 days after the Closing Date, pay or cause to be
paid to the Manufacturer the aggregate unpaid purchase price of
such Ttems, together with interest thereon from the Closing Date
to the date of payment by the Guarantor at a rate per annnum
equal to 1% over the highest prime rate of interest of leading
Chicago banks in effect on the Closing Date.

Section 14. Assignment of Lease,

To further secure the payment of +the full amount of the
indebtedness in respect of the purchase price of the Equipment,
t+ogether with interest thereon, and all other payments as herein
provided and for the performance of the Vendee's obligations
herein contained, the Vendee hereby assigns, transfers and sets
over unto the Manufacturer, and grants a security interest in,
all the Vendee's right, title and interest, as Lessor under the
Lease, +together rwith all rights, powers and privileges, and all
other benefits of the Vendee as Lessor under the Lease insofar as
the Lease relates to Equipment delivered hereunder, including,
without limitation, except as hereinafter provided, the immediate
right to receive and collect all rentals and profits and other
sums payable to or receivable by the Vendee under or vursuant to
the provisions of the Lease (including amounts receivable by the
Lessee from the Guarantor pursuant to the Sublease insofar but
only insofar as it relates to Equipment delivered hereunder, and
assigned to the Vendee pursuant tco Section 17.1 of +the Lease),
and insofar as the Lease relates to Eqguipment delivered
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hereunder, the right to make all waivers and agreements, to give
all notices, consents and releases, to take all action upon the
happening of an Event of Default under the lease and to do any
and all other things whatsoever which the Vendee, as lessor, is
or may become entitled to do under the Lease. In furtherance of
the | foregoing assignment, the Vendee ' hereby irrevocably
authorizes ‘and empowers the Manufacturer, in its own name, or in
the name of its nominee, or in the name of the Vendee, or as its
attorneys, to ask, demand, sue for, collect and receive any and
all sums to which the Vendee is or may became entitled under the
Lease insofar as the Lease relates to Equipment delivered
hereunder, and -to enforce compliance by the Lessee with all the
terms and provisions of the L.ease, The Vendee further agrees to
notify- promptly the Manufacturer of any Event of Default under
the lLease of which it has notice. This assignment being made
only as security shall not subject +the Manufacturer to, or
transfer, or pass, or in any way affect or modify, the 1liability
of the Vendee wunder the Lease, it being understood and agreed
that notwithstanding this assignment, or any subsequent
assignment, all obligations of the Vendee to the Lessee under the
Lease, shall be and remain enforceable by the Lessee, its
successors and assigns, against, and only against, the Vendee.
Further, the Vendee covenants and agrees that it will perform all
its obligations to be performed under the terms of the Lease, and
hereby irrevocably authorizes and empowers the Manufacturer, in
its own name, or in the name of its nominee, or in the name of
the Vendee as 1its attorney, on the happening of any failure by
the Vendee so to perform, to perform or cause to be performed any
such obligation. The Manufacturer hereby agrees with the Vendee
that the amount of any such Lease payments insofar as the Lease
relates to Equipment delivered hereunder, which are in excess of
any payments of the indebtedness in respect of the purchase price
of the Equipment, together with interest thereon, which are due
and payable hereunder on or prior to the due date of the payments
from time to time made under the Lease shall be released by the
Manufacturer +to or upon the order of the Vendee. Upon the full
discharge and satisfaction of the full amount of the indebtedness
in respect of the purchase price of the Equipment, together with
interest thereon, and all other payments as herein provided and
the performance of all of the Vendee's obligations herein
contained, the assignment made hereby and all rights herein
assigned to the Manufacturer shall cease and terminate, and all
estate, right, security title and interest of the Vendee granted,
assigned, transferred or set over pursuant to this Section 14 in
and to the Lease shall revert to the Vendee.
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Section 15. Defaults.

15.1. In the event that any one or more of the following
Events of Default shall occur and be continuing, to-wit:

(a) The Vendee or the Guarantor shall fail to pay 1in
full any sum payable by the Vendee or the Guarantor,
respectively, when payment thereof shall be due under Section
3 or 6 hereof and such default shall continue for five days;
or '

(b) The Vendee or the Guarantor shall fail or refuse to
comply with any covenant, agreement, term or provision of
this Agreement on its part to be kept and performed or to
make provision satisfactory +to the Manufacturer for such
compliance for more than 30 days after written notice from
the Manufacturer specifying the default and demanding the
same to be remedieds; or

(c) A petition for reorxganization under Section 77 of-
the PBankruptcy Act, as now constituted or as said Section 77
may be hereafter amended, shall be filed by or against the
Guarantor; or

(d) Any other proceedings shall be commenced by or
against the Vendee or the Guarantor for any relief which
includes, or might result in, any modification of* the
obligations of +the Vendee-or the Guarantor hereunder:under
any bankruptcy or insolvency law, or 1law relating to the
relief of debtors, readjustments of indebtedness,
reorganizations, arrangements, compositions, or extensions,
and, unless such proceedings shall within 30 days from the
filing or effective date thereof be dismissed, nullified,
stayed or otherwise rendered ineffective (but then only so
long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations of the
Vendee or the Guarantor, as the case may be, under this
Agreement shall not have been duly assumed 1in writing,
pursuant to a court order or decree, by a trustee or trustees
or receiver or receivers appointed for the Vendee or the
Guarantor, as the case may be, or for its property in
connection with any such proceedings in such manner that such
obligations shall have the same status as obligations
incurred by such trustee or trustees or receiver or
receivers, within 30 days after such appointment, if any, or

~ 60 days after such proceedings shall have been commenced,
whichever shall be earlier; or :

(e) The Vendee shall make or suffer any unauthorized
assionment or transfer of this Agreement or any interest
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herein or any unauthorized +transfer of the right to
possession of any item of the Equipment; or

(f) An Event of Default shall have occurred and be
continuing under the Lease or the Sublease;

then at any time after the occurrence and during the continuance
of such an event of default the Manufacturer may, upon written
notice <to the Vendee and the Guarantor and upon compliance with
any legal requirements then in force and applicable +to such
action by the Manufacturer, but without prejudice to any rights
of the Vendee under the Lease or any rights of the Lessee .under
the Sublease with respect to any default thereunder, cause the
T.ease and/or the Sublease immediately wupon such notice to
terminate as to the Equipment and/or declare the entire
indebtedness in respect of the purchase price of the Equipment,
together with the interest thereon then accrued and unpaid,
immediately due and payable, without further demand, and
thereafter the aggregate of the wunpaid balance of such
indebtedness and interest shall bear interest from the date .of
such declaration at the rate of 12% per annum, to the extent
legally enforceable, and +the Manufacturer shall thereupon be
entitled to recover judgment for the entire unpaid balance of the
indebtedness in respect of the purchase price of the Equipment so
payable, with interest as aforesaid, and to collect such judgment
out of any property of the Guarantor or of the Vendee wherever
situated.

15.2. The Manufacturer may waive any such Event of -Default
and 1its consequences and rescind and annul any such declaration
by notice to the Vendee and the Guarantor in writing to that
effect, and thereupon the respective rights of the parties shall
be as they would have been if no such default had existed and .no
such -declaration had been made. With respect to any termination
of the Lease ands/or +the Sublease by +the Manufacturer, the
aforesaid waiver, rescission and annulment shall be deemed made,
and the Lease and/or the Sublease shall be deemed not to have
been terminated, 1if +the Vendee within 3C days after receiving
written notice thereof as aforesaid, shall elect in writing to
cure such default. Notwithstanding the provisions .0f this
paragraph, it is expressly understood and agreed by the Vendee
and the Guarantor that time is of the essence of this Agreement
and that no such waiver, rescission or annulment shall extend to
or affect any other or subsequent default or impair any rights or
remedies consequent thereon.

15.3. Any default hereunder shall be deemed cured and not
continuing if the Vendee, prior to any sale by the Manufacturer
of the Eguipment as provided in Section 16.3, shall pay or cause
to be paid to the Manufacturer the total unpaid balance of the
indebtedness in respect of the purchase price of the Equipment,
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together with interest thereon accrued and unpaid and all other
payments due under this Agreement.

15.4., For the. purposes of Sections 15.1 and 15.3, the
indebtedness in respect of the purchase price of any Equipment at
any time shall be deemed to be an amount equal +to the amount
which would be payable as a Casualty Payment (determined as set
forth in Section 6.4) on the interest payment date next
succeeding the date of such determination of indebtedness in
respect of the purchase price. ’

Saction 16. Remedies.

16.1. If an event of default shall have occurred and be
continuina as hereinbefore provided, then at any time after the
entire indebtedness in respect of the purchase price of the
Egquipment shall have been declared immediately due and payable as
hereinbefore provided and during the continuance of such default,
+he Manufacturer may, upon such further notice, if any, as may be
required for compliance with any mandatory requirements of law
then in force and applicable to the action to be taken by the
Manufacturer, +take or cause to be taken by its agent or agents
immediate possession of the Equipment, or any Item thereof,
without 1liability to return to the Vendee or the Guarantor any
sums theretofore paid and free from all claims whatsoever, except
as hereinafter in this Section 16 expressly provided, and may
remove the same from possession and use of the Vendee and the
Guarantor and for such purpose may enter upon the premises of the
Vendee or the Guarantor or where the Equipment may be located and
may use and employ in connection with such removal any supplies,
services and aids and any available trackage and other facilities
or means of the Vendee or the Guarantor, with or without process
of law.

16.2. In case the Manufacturer shall rightfully demand
possession of the Equipment in pursuance of this Agreement and
shall reasonably designate a point or points upon, the 1lines of
the Guarantor for the delivery of the Equipment to the
Manufacturer, the Guarantor shall, at its own expense, forthwith
and 1in the usual manner, cause the Equipment to be moved to such
point or points as shall be reasonably designated by the
Manufacturer and shall there deliver the Equiobment or cause it to
be delivered to the Manufacturer; and, at the option of the
Manufacturer, the Manufacturer may keep the Equipment on any of
the 1lines of railroad or premises of the Guarantor, for a period
not exceeding 180 days, until the Manufacturer shall have leased,
sold or otherwise disposed of the same, and for such purpose the
Guarantor agrees to furnish, without charge for rent or storage,
the necessary facilities at any pcint or points selected by the
Manufacturer reasonably convenient. The agreement to deliver the
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Equipment . as hereinbefore provided 1is of the essence of this
Agreement between the parties, and, upon application to any court
of equity having jurisdiction in the premises, +the Manufacturer
shall be entitled to a decree against the Vendee or the Guarantor
requiring specific performance hereof. The Vendee and the
Guarantor herebv expressly waive any and all claims against the
Manufacturer and 1its agent or agents for damages of whatever
nature in connection with any retaking of any Item of ‘Equipment
in any reasonable manner,

16.3. If an event of default shall have occurred and be
continuinag as hereinbefore provided, then at any time thereafter .
during the continuance of such default and after the entire
indebtedness in respect of the purchase price of the Equipment
shall have been declared immediately due and payable as
hereinbefore provided, the Manufacturer with or without the
retaking of possession thereof may, at its election, sell the
Equipment, or any Item thereof, free from any and all claims of
the Vendee, or of any other party (including the Guarantor)
claiming by, throuah or under the Vendee, at law or in equity, at
public or private sale and with or without advertisement as +the
Manufacturer may determine; and the proceeds of such sale, less
the attorneys! fees and any other expenses incurred by the
Manufacturer in taking possession of, removing, storing and
selling the Equipment, shall be credited to the amount due to the
Manufacturer under the provisions of this Agreement.

16.4. Any sale hereunder may be held or conducted at such
place or places and at such time or times as the Manufacturer may
svecify, in one lot and as an entirety, or in separate lots and
without the necessity of gathering at the place of sale the
property to be s0ld, and in general in such manner as the
Manufacturer may determine, provided that +the Vendee and the
Guarantor shall be given written notice of such sale not less
than 30 days prior thereto, by mail addressed as provided herein.
If such sale shall be a private sale, it shall be subject to the
rights of the Vendee and the Guarantor to purchase or provide a
purchaser, within 30 days after notice of the proposed sale
price, at the same price offered by the intending purchaser or a
better price. The Manufacturer may bid for and become the
purchaser of the Equipment, or any Item thereof, so offered for
sale without accountability to the Vendee (except to the extent
of surplus money received as hereinafter provided in this
Section), and in payment of the purchase price therefor the
Manufacturer shall be entitled to have credited on account
thereof all sums due +to the Manufacturer £from +the Vendee
hereunder.

16.5. Each and every power and remedy hereby specifically

given to the Manufacturer shall be in addition +to every other
power and remedy hereby specifically given or now or hereafter
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existing at law or in equity, and each and every power and remedy
may be exercised from time to time and simultaneously and as
often and 1in such order as may be deemed expedient by the
Manufacturer. All such powers and remedies shall be cumulative,
and the exercise of one shall not be deemed a waiver of the right
to exercise any other or others. No delay or omission of the
Manufacturer in the exercise of any such power or remedy and no
renewal or extension of any payments due hereunder shall impair
any such power or remedy or shall be construed to be a waiver of
ary default or an acquiescence therein. ’

16.6. All sums of money realized by the Manufacturer under
the remedies herein provided shall be applied, first to the
rayment of the expenses and 1liabilities of the Manufacturer
herein undertaken to be paid, second to the payment of interest
on the indebtedness 1in respect of the purchase price of the
Fquipment accrued and unpaid and third +o +the vpayment of +the
indebtedness in respect of the purchase price of the Equipment.
If, after applying as aforesaid all sums of money realized by the
Manufacturer, there shall remain any amount due to it under the
provisions of this Agreement, the Manufacturer may bring suit
therefor and shall be entitled to recover a judgment therefor
against the Vendee. 1f, after applying as aforesaid all sums
realized by the Manufacturer, there shall remain a surplus in the
possession of the Manufacturer, such surplus shall be paid to the
Vendee. '

16.7. The Vendee will pay all reasonable expenses, including
attorneys' fees, incurred by the Manufacturer in enforcing its
remedies under the terms of this Agreement. 1In the event that
the Manufacturer shall bring any suit +to enforce any of its
rights hereunder and shall be entitled to judgment, then in such
suit the: Manufacturer may recover reasonable expenses, including
attorneys'  fees and the amount thereof shall be included in such
judgment.’

16.8. The foregoing provisions of this Section are subject
in all respects to all mandatory requirements of law at the time
in force and applicable thereto.

Section 17.  Applicable State Laws.

17.1. Any provision of this Agreement prohibited by any
applicable 1law of any state, or which by any applicable law of
any state would convert this Agreement into any instrument other
than an agreement of conditional sale, shall as to such state be
ineffective, without modifying the remaining provisions of this
Agreement. Where, however, the conflicting provisions of any
applicable state law may be waived, they are hereby waived by the
Vendee to-the full extent permitted by law, to the end that this

22

«

E!



((:“

Agreement shall be deemed to be a conditional sale and enforced
as such. :

17.2. Fxcept as otherwise provided in +this BAgreement, the
Vendee, +to the full extent permitted by law, hereby waives all
statutory or other legal requirements for any notice of any kind,
notice of intention to take possession of or to sell the
Equipment, or any Item thereof, and any other requirements as to
the time, place and terms of sale thereof, and other requirements
with respect to the enforcement of +the Manufacturer's rights
hereunder and any and all rights of redemption.

Section 18. Payment of Expenses.

The Vendee and the Guarantor, jointly and severally, agree to
pay all reasonable costs and expenses of the first assignee oOf
this Agreement and of any party or parties acquiring interests in
such first assignment incident +to the printing, execution or
recording of +this Aqgreement, of such first assignment of the
Lease and the Sublease, of any instrument supplemental or
amendatory of this Agreement, such first or second assignment,
the Lease or the Sublease and of any certificate of payment in
full of the indebtedness in respect of the purchase price of the
Equipment due hereunder including fees and expenses of counsel
and if the first assignee is an agent, the fees and disbursements
of such agent and of any successor agent or agents.

Section 19. Recording.

The Guarantor will cause this Agreement to be recorded in
accordance with Section 17.1 of the Sublease.

Section 20. Notice.

Any notice hereunder to any of the parties designated below
shall be deemed to be properly served if delivered or mailed to
it at its chief place of business at the following specified
addresses:

(a) to the Vendee: Milwaukee Land Company, Room 7&6,.
Union Station, Chicago, 1Illinois 60606, Attention: Vice
President and Comptroller;

(b) to the Guarantor: Chicago, Milwaukee, St. Paul and
Pacific Railroad company, 516 West Jackson Boulevard,
Chicago, Illinois 67606, Attention: Vice President - Finance
and Accounting;
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(c) to the Manufacturer: at the Manufacturer's address
specified in Schedule A hereto;

(d) . to any assignee of the Manufacturer, or of the
Vendee, at such address as may have been furnished in writing
to the Vendee or the Manufacturer, as the case may be, and to
the Guarantor, by such assignee,

or at such other address as may have been furnished in wr1t1ng by
such party to the other partles to this Agreement.
Section 21. Extension Not A Waiver.

No delay or omission in the exercise of any power or remedy
herein provided or otherwise available to the Manufacturer shall

impair or affect the Manufacturer's right thereafter to exercise

the same. Any extension of time for payment hereunder or other
indulgence duly granted to the Vendee shall not otherwise alter
or affect the Manufacturer's rights or the obligations of the
Vendee or the Guarantor hereunder. The Manufacturer's acceptance
of any payment after it shall have become due hereunder shall not
be deemed to alter or affect the Vendee's obligations .or the
Manufacturer's rights hereunder with respect to any subsequent
prayments or defaults therein.

Section 22. Headings; Modification of Agreements.

22.1. All section headings are inserted for convenience only
and shall not affect any construction or interpretation of this
Agreement.

22.2. No variation or modification of this Agreement and no
waiver of any of its provisions or conditions shall be valid
unless in writing and duly executed on behalf of the
Manufacturer, the Vendee and the Guarantor. Without the prior
written consent of the Manufacturer, the Vendee will not consent
to any amendment, modification, waiver or supplement to the Lease
or the Sublease or, except in accordance with Section 14 of the
lLease, cancel or terminate the lLease prior to the payment in full
of the indebtedness in respect of the purchase price of the
Equipment, together with interest thereon.

Section 23. Law Governlng.

The terms of this Agreement and all rights and obllgatlons
hereunder shall be governed by the laws of the State of Illinoisg
provided, however, that the parties shall be entitled +to all
rights conferred by Section 20c of the Interstate Commerce Act
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and such additional rights arising out of the filing, recording
or depositing hereof and of any assignment hereof as shall be
conferred by the laws of the several jurisdictions in which this

Agreement or any assignment hereof shall be filed, recorded or
depositeA.

Section 284. Definitions.

The term "Manufacturer", whenever used in this Agreement,
means, before any assignment of any of its rights hereunder, the

Manufacturer named at the foot of this Agreement, and any

successor oOr successors for the time being to the manufacturing
properties and business thereof, and, after any such assignment,
any assignee or assignees for the time being of such partlcular
assigned rights as regards such rights, and also any as51qnor, as

regards any rights hereunder that are retained and excluded~from
any assignment. A

PR

—
Section 25. Execution. (;?d?.
PR
This Agreement may be executed in any number of counterparts,
each of which so executed shall be deemed to be an original, and
such counterparts together shall constitute but one and the same
contract, which shall be sufficiently evidenced by any such

original counterpart. Although this Agreement 1is dated:for

convenience as of the date first above written, the actual,—date -

or dates of execution hereof by the parties hereto.rs’er ar@x
respectively, the date or dates stated in the acknqwledgments—
hereto annexed.

~
- - -
-

\\\
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In Witness Whereof, the parties hereto have caused this
instrument to be executed in their respective corporate names by
their officers or representatives, thereunto duly authorized, and
their respective corporate seals to be hereunto affixed, duly
attested, all as of the date first above written.

Pullman Incorporated : ' R

\ Vie Pr951deﬁt
(Corporate Seal)

~/

- Attest.%::

MILWAUKEE LAND

RS A::-*,“L’ /
By

Tl - = .
o Tevve, T . President

;} < (Corporaiq é’g

e

~‘\u
oy o~

‘”“»Att@str’

e SO
ST T - T N
2 e o B
SACAS
Ser e %;¢ %
EEEE 3 Secretar
CHICAGO, MILWAUKEE, ST. PAUL
AND PACIFIC RAILROAD COMPANY P
A 3 By ‘ L 2
- 3 - - Vic€ President /
Tcorpoféte Seél)
Attest-' ;‘ g‘
Sﬂcre+ary
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State of Illinois )
:ss
County of Cook )

On this ¢%%: day of %QZEZEﬁgf/ 1974, before me personally
appeareQ&%%&%; » tO me personally known, who being by me
duly sworn, /says that he is a Vice President of Pullman
Incorporated (Pullman-Standard division), that one of the seals
affixed to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed:on behalf
of said’ corporation by authority of its Board of Directors, and
he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation. ‘ '

3 ~ -
- ~
-

Notdry FPublic g - \

(Seal) ‘ T

My Commission Expires: /22;Lpeyozéi7¢54{ 1 GV

o

.. — <. T

State of Illinois ) o -
: S8 L >~ oL
AN IERIERN
County of Cook // ) S T

| i e

On this:i;/ 4 of October, 1974, before me personally
appeared /. ,AZZzé%V , to me personally known, who,
being by me duly sworn, says that he is a 3= President of
Milwaukee Land Company, that one of the seals affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf  of said
corvoration by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

4 ' Notary Public
(S=al) o

My Commission Expires: {?43é7é%{ & BT
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State of Illinois )

1SS
County of Cook )

is él¢ day of October, 1974, before me personally
aooeared ﬁJ:ﬁ4uwmemMNb , to me personally known, who, beino by
me  duly sworn, says that he is a Vice President of Chicago,
Milwaukee, St. Paul and Pacific Railroad Company, that one of the
seals affixed to the foregoing instrument is the corporate seal
of said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of 1its Board of
“Directors, and - he acknowledged that the execution of the

Loreq01nq instrument was the free act and deed of said
corporatlon.

,
T m
» ~
Nt -
RN N . . )

“
~
o~

, : Notary Public

My Comm1551on Expires:

S /@p;uuaﬁ//‘ﬁb/

'.’\ \( /(/,’

!
\
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SCHEDULE A
TO

CONDITIONAL SALE AGREEMEN

AMONG :

PULLMAN INCORPORATED
(Pullman-Standard division),
MILWAUKEE LAND COMPANY

CHICAGO, MILWAUKEE,

Name and Address
of Manufacturer:

Description of
Equipment:

Railroad's Road
Numbers:

Base Price:
Per Item

- Total

Maximum Price:
Per Item
Total

"Estimated Delivery

Date(s):

Place of Delivery:

" Term of Warranty:

AND
ST. PAUL AND PACIFIC RAILROAD COMPANY

Pullman Incorporated
(Pullman-Standard division)
200 South Michigan Avenue
Chicago, Illinois 60604
Attn: B.R. Beers

5 60' 100-ton high cube box cars

4,171-4,175

$43,000
$215,000

$45,500
$227,500

December, 1974

Bessemer, Alabama

Two years or before such Item of
Equipment has been in scheduled
service 250,000 miles, which-
ever event shall first occur



SCHEDULE B

to Conditional Sale Agreement

SCHEDULE OF CASUALTY PAYMENTS

The Casualty Payment of an Item of Equipment payable on any date for payment of principal and
interest (or of interest only) shall mean an amount equal to the per cent of the Purchase Price (as
defined in the Conditional Sale Agreement) of such item set forth opposite such payment date below.
together with the installment of Conditional Sale indebtedness (or, in the case of January 2, 1973,
of interest thereon) payable on such date. ) '

Percentage of
Purchase Price

Payable as
Payment Date Casualty Payment

January 2, 1975 ... ... .. 80.000000%
April 1, 1975 ... ... ... ... 79.462399
July 1, 1975 ... 78.910013
October 1, 1975 ............ 78.342437
January 1, 1976 ....... e 77.759253
April 1, 1976 ... ... .. .. 77.160031
July 1, 1976 ... ... ... 76.544330
October 1, 1976 ............ 75.911698
Janvary 1, 1977 ... .. ...... 75,261668
April 1, 1977 ... ... ... 74.593763
July 1, 1977 .. ... 73.907490
October 1, 1977 ............ 73.202345
January 1, 1978 ............ 72.477808
April 1, 1978 ... ... 71.733346
July 1, 1978 ... . ... .. 70.968412
October 1, 1978 ............ 70.182441
January 1, 1979 ............ 69.374857
Aprit 1, 1979 ... ... ... 68.545064
July 1, 1979 ... ... 67.692452
October 1, 1979 ............ 66.816393
January 1, 1980 ............ 65.916243
April 1, 1980 ... ... ... 64.991338
July 1, 1980  ............ 64.040999
October 1, 1980 ..... e 63.064525
January 1, 1981 ............ 62.061198
April 1, 1981 ... . oL 61.030279
July 1, 1981 e 59.971010
October 1, 1981 ............ 58.882612
January 1, 1982 ............ 57.764282
April 1, 1982 ... ... .. ..., 56.615199
July 1, 1982 ... ... ..., 55.434515

Percentage of ’
Purchase Price
Payable as

_ Payment Date’ Casualty Payment
October 1, 1982 ............ 54.221363%
January 1, 1983 ............ 52.974849
April 1, 1983 v 51.694056
July 1, 1983 ... 50.378041
October 1, 1983 ............ 49.025836
January 1, 1984 ............ 47.636445
April 1, 1984 ... . ..., ... 46.208846
July 1, 1984 ... ... ...... 44.741988
October 1, 1984 . ........... 43.234791
January 1, 1985 ............ 41.686147
April 1, 1985  ............ 40.094914
July 1, 1985  ............ 38.459923
October 1, 1985 ........... . 36.779969
January 1, 1986 ............ 35.053817
April 1, 1986  ............. 33.280196
July 1, 1986  ............ 31.457800
October 1, 1986 ............ 29.585288
January 1, 1987 ............ 27.661282
April 1, 1987 ... ... ... .. 25.684366
July 1, 1987 ..., 23.653084
October 1, 1987 ............ 21.565943
January 1, 1988 ............ 19.421405
April 1, 1988  ............ 17.217892
July 1, 1988  ............ 14.953783
October 1, 1988 ............ 12.627411
January 1, 1989 ............ 10.237063
April 1, 1989 ... ... ..., 7.780981
July 1, 1989 ... ... 5.257356
October 1, 1989 ............ 2.664332 -
January 1, 1990 ............ -—0.000000
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Annex I to
Conditional Sale

Agreement
"EQUIPMENT LEASE
dated as of August 1, 1974
Between
MILWAUKEE LAND COMPANY,
Lessor
and
ALASKA INTERNATIONAIL INDUSTRIES, INC.,
i Lessee
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‘This Equipment Lease dated as of August 1, 1974 between
MILWAUKEE ILAND COMPANY, an Iowa corporation (the "Lessor"), and
ATLASRA: INTERNATIONAL INDUSTRIES, INC., an Alaska corporation (the
"Lessee")

W I TNESSETH:

WHEREAS the Lessor and Chicago, Milwaukee, St. Paul and
Pacific Railroad Company (the "Guarantor") have entered into, or
propose to enter into, certain conditional sale agreements (the
"Conditional Sale Agreements") to be dated as of the date hereof
with certain manufacturers named therein (individually, a
uManufacturer" and, collectively, the "Manufacturers") providing
for the sale by the Manufacturers +to the Lessor of items of
railroad equipment as more fully set forth in Schedule A hereto
(collectively, the "Equipment" and, individually, an "Item" or
"Ttem of Equipment"); and

WHEREAS, by instruments of Agreement and Assignment (the
"Assignments") +to be dated as of the date hereof the
Manufacturers have assigned or will assign their respective
right, security title and interest under the respective
Conditional . Sale’ Agreements to American National Bank and Trust
Company of Chicago, Agent for certain Interim Lenders and
Investors (the "Agent" or the "Assignee"); and

WHEREAS, the Lessee proposes to enter into an equipment lease
dated as of the date hereof (the "Sublease") with the Guarantor
providing for the 1leasing, subject to +the Conditional Sale
Aqreements, of the Equipment by the Lessee to the Guarantor, and

.WHEREAS, the Lessee desires to lease all of the Items of
Equipment or such lesser number as are delivered to and accepted
by the Lessor under the Conditional Sale Agreements on or prior
to June 1, 1975 at the rentals and for the terms and upon the
conditions hereinafter provided;

NOW, THEREFORE, in consideration of the premises and of the
rentals to be paid and the covenants hereinafter mentioned to be
kept and performed by the Lessee, the Lessor hereby leases the
Equipment to the Lessee upon the following terms and conditions,
namely, but subject to all the rights and remedies of the
Manufacturers and +their assigns under the Conditional Sale
Agreements. -

Section 1. Delivery and Acceptance of Equipment.
pursuant to Section 2 of the Conditional Sale Agreemehts, the

Manufacturers will cause each Item of Equipment to be tendered to
the Lessor at the respective places of delivery set forth in



Schedule A to the Cconditional Sale Agreements. Upon such tender,
the Tessor will cause an authorized representative of the
Guarantor to 1inspect the same, and if such Item of Equipment is
found to conform +to the specifications therefor, +to accept
delivery of such Item of Equipment and to execute ‘and deliver to
the lessor, the Lessee and the Manufacturer a certificate of
acceptance (hereinafter called "Certificate of Acceptance")
substantially in the-form attached to the Sublease as Schedule B,
whereupon such Item of Equipment shall be deemed to have- been
delivered to and accepted by the Lessee and shall be subject
thereafter to all of the terms and conditions of this Lease.-

Section 2. Rentélé*and,Payment Dates.

2.1. Rentals for Equipment . Subject to. the prov151ons of

Section 17.2, the Lessee agrees to ‘pay the lessor for each Item.

of Equipment leased hereunder fixed ‘rental (the "Fixed - Rental“)
as follows- .

(a) with respect to each Item delivered pribr;vto
November 11, 1974, +there shall be payable on November 11,
1974 an amount equal to interest on the Conditional Sale
Indebtedness (as that +term 1is defined in Section 3 of the
Conditional Sale Agreements) in respect of such Item from the
Closing Date (as defined in Section 3.2 of the Conditional
Sale Agreements) with respect to such Item to November 11,
1974 at a rate vper annum equal to :120% of the minimum
commercial lending rate charged by Continental 1Illinois

National Bank and Trust Company of Chicago to 1its customers

of highest credit standing as in effect from time to time
during such period; and - :

(b) with respect to each Item delivered prior to
January 2, 1975, there shall be payable on January 2, 1975 an
amount equal to interest on the Conditional Sale Indebtedness
in respect of such Item from the later of (i) the Closing
Date with respect to such item or (ii) November 11, 1974 to
January 2, 1975 at the rate of 11% per annum; and :

(c) with respect to all Items leased hereunder, three
consecutive quarterly installments of Fixed Rental each in

‘the aggregate amount of 2.745995% of the Purchase Price (as
that term 1is defined in the Conditional Sale Agreements) of
such Items commencina April 1, 1975, and fifty-seven
consecutive quarterly installments of Fixed Rental each in
the aggregate amount of 2.810381% of the Purchase Price of
such Items each commencing "January 1, 1976, all of such
quarterly payments shall be payable on January 1, April 1,
July 1, and October 1 of each year; provided, however, that
if this agreement is assigned by ‘+the . Lessor pursuant to

e



Section 6.2 hereof, each quarterly Fixed Rental -payment shall
be in the amount of 2. 7u5995% of the Purchase Price; and

(d) one add1t10na1 1nsta11ment of Fixed Rental in the
amount of 3.68% of the total Purchase Price (as that term is
defined in the Conditional sSale Agreements) of all Items
leased hereunder, payable on the 1later of (i). July 1 or
October 1, 1975, (depending upon Lessee's determination of
its cash position at May 31, 1974, and its anticipated

. expenditures for tHe month of June, 1975 including but  not
limited to required debt and contractual obligations, Federal

-and Alaska income tax payments and operating and general and
administrative costs) or (ii) receipt of the favorable ruling
of the 1Internal Revenue Service specified in Section 6
hereof.

2.2. Place of Rent Payment. Subject to the rights of the
Assignee set forth in Section 16 hereof, all payments provided
for in this Lease to be made to the Lessor shall be made to the
Lessor by wire transfer of Federal funds at its address set forth
in‘Section 20.1 hereof, or at such other place as the Lessor or
1ts as51qns shall spec1fy in writing.

‘2. 3 No Abatements or Reductions. The lLessee shall not be
entltled to any abatement of rent or reduction thereof,
1ncludlnq, but not 1limited to, abatements or reductions due to
any present or future claims of the Lessee against the Lessor:
under. this Lease or otherwise or against any Manufacturer or the
Assignee; nor except as otherwise expressly provided herein,
shall this Lease terminate, or the respective obligations: of the
Lessor or the Lessee be otherwise affected, by reason of any
defect .in or damage to or loss or destruction of all or any of
the Equipment from whatsoever cause, the taking or requisitioning
of the Equipment by condemnation or otherwise, the lawful
prohibition of Lessee's use of the Equipment, the interference
with such wuse by any private person or corporation, the
invalidity of wunenforceability or lack of due authorization or
other infirmity of this Lease or the Sublease, or lack of right,
power or authority of the Lessor to enter into this Lease; or for
any other cause whether similar or dissimilar to the. foregoing,
any present or future law to the contrary notwithstanding, it
being the intention of +the parties hereto that the rents and
other amounts vayable by the Lessee hereunder shall continue to
be payable in all events unless the obligation to pay the same
shall be terminated pursuant to Section 11 hereof, or -until,
pursuant : to Section 13 hereof, the Equipment is placed and ready
for delivery to the Lessor on the Guarantor's lines, or is stored
for the Lessor on the Guarantor's lines or leaves the Guarantor s
lines for~ off 11ne delivery to ?he Lessor.




. 2.4, It is expressly agreed and understood that payments to
be made pursuant to Sections 2.1(a) hereof and 2.1(b) hereof by
the Lessee to the Lessor shall constitute all of the Fixed Rental
applicable to the period from the Closing Date +to January 2,
1975.

Section 3. Term of the Lease.

The term of this Lease as to each Item of Equipment shall
begin on the date of delivery to and acceptance by the Lessee of
such Item of Equipment and, subject to the provisions of Sectlon
11 hereof, shall terminate on January 1, 1990.

Section 4. Title to the Equipment.

4.1. Retention of Title. The Lessor is acquiring full 1legal
title to the Equipment as Vendee under the Conditional Sale
Agreements (but only upon compliance with all +the terms and
conditions thereof) and it is understood that (i} Lessee shall
acquire no right, title and interest to the Equipment hereunder
except the right to use and possess the same in accordance with
the terms hereof and (ii) this Lease is in all respects subject
to the terms and provisions of the Conditional Sale Agreements.
Without limiting the generality of the foregoing, the Lessee
hereby acknowledges that the rights of +the Lessee and its
permitted assigns hereunder are subordinate and junior in rank to.
the rights, and are subject to the remedies, of the respective
Manufacturers under the Conditional Sale Agreements. :

- 442. . Duty to Number and Mark Equipment. The Lessee will
cause. the Guarantor to agree that it will cause each TItem of
Equipment . to be kept numbered and marked as required by Section
u 2 0of the Sublease. ‘

] The Lessee will not place any such Item of Equipment in
operation or exercise any control or dominion over the same until.
the  required 1legend ' shall have been so marked on both sides.
thereof and will replace promptly any such names and word or.
words which may be removed, defaced or destroyed. The Lessee
will not,consent to any change by the Guarantor of any road
number . of any -Item of Equipment except with the consent of the
Lessor and the Assignee.

u.3a Prohibition Against Certain Designations. Except as
above provided, the Lessee will not allow the name of any person,
association or corporation to be placed on the Equipment as a
designation that might be interpreted as a claim of ownership;
provided, however, that the Lessee may permit the Guarantor to
cause the Equipment to be lettered with the names or initials or




other = 1insignia customarily wused by the Guarantor or its
affiliates on railroad equlpment used by it. of +the same or a
similar type for convenience of’ identification of the right of
the Guarantor to use the Equ1pment under the Sublease.

Section 5. Disclaimer of Warranties.

THE - LESSOR LEASES THIS EQUIPMENT, AS-IS, IN. WHATEVER
CONDITION IT MAY BE, WITHOUT ANY AGREEMENT, WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, BY THE LESSOR, - THE
LESSOR EXPRESSLY DISCLAIMING ANY WARRANTY OR REPRESENTATION,
EITHER EXPRESS OR IMPLIED, AS TO (A) THE FITNESS FOR ANY
PARTICULAR PURPOSE OR MERCHANTABILITY OF ANY ITEM OR ITEMS OF
EQUIPMENT INCLUDING BUT NOT LIMITED TO THEIR VALUE, CONDITION,
DESIGN OR OPERATION, (B} THE LESSOR'S TITLE THERETO, (C) THE
LESSEE'S RIGHT TO THE QUIET ENJOYMENT THEREOF, (D) THE DESIGN OR
CONDITION OF, OR THE OQUALITY OF THE MATERIAL, EQUIPMENT OR
WORKMANSHIP IN, THE EQUIPMENT OR (E) ANY OTHER MATTER WHATSOEVER,
IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN THE LESSOR AND
THE LESSEE, ARE TO BE BORNE BY THE LESSEE.

_ ‘The Lessor hereby appoints and constitutes the Lessee, with
full-power of substitution, its agent and attorney-in-fact during
the term of this lLease, so long as the Lessee is not in default
hereunder, to assert and enforce, from time to time, in the name
and "for the account of the ILessor and the Lessee, as their
interests = may appear, but in all cases at the sole cost and
expense -0f the Lessee, whatever claims and rights the Lessor may
have as:owner of the Eouipment against the Manufacturer.

Sectlon 6 Federal Income Taxes.

y 6 ' The Lessor shall make an affirmative election under
Sectlon.ue(d) of the Internal Revenue Code of 1954 (hereinafter
called . the. "Code") +to treat the Lessee as having acgquired the
Equipment for purposes of the provisions of the Code relating to
investment tax credit. The Lessor shall, at its own expense,
submit to ‘the Internal Revenue Service a request for a ruling by
the - Internal Revenue Service that the Lessee is entitled to
receivé ‘the ‘benefits of the investment tax credit in the form set
forth in Exhibit C. Lessor agrees that neither it nor any
corporation controlled by it, in control of it, or under common
control: with it, directly or indirectly, will at any time +take
any action ‘or file any return or other documents inconsistent
with the foregoing and that each of such corporations will file
such '~ returns, take such action and execute such documents as may
be reasonable and necessary to facilitate accompllshment of the
intent hereof



Notwithstanding anything +to the contrary contained herein,
the Lessor represents and warrants that (i) all of the Items. of
Equipment constitute property the entire purchase price of which
meets the requirements of Section 50 of the Code; (ii) at the
time the Lessee becomes the lessee of the Items hereunder, the
Items will constitute "new section 38 property" within the
meaning of Section 48(b) of the Code and at the time the Lessee
becomes the lessee of the Items hereunder, the Items will not
have been used by any person so as to preclude "the original use
of such property" within the meaning of Section 48 (b) of the Code
from commencing with the Lessee; (iii) at all times during the
term of this Lease, each Item will constitute "Section 38
property" within the meaning of Section #8(a) of the Code; and
(iv) +the Lessor will maintain sufficient records to verify such
use.

If at any time after payment by the TLessee of any amounts
required to be paid by Section 2.1(d) hereof, the Lessee shall
lose, or if there shall be disallowed with respect to the 'Lessee
any portion of the full investment tax credit provided for in
Sections 38-50 of the Code (or any successor provision thereto),
with respect to any of the Items as a result of any amendment or
modification of the Code or of any rules or regulations
promulgated <thereunder or as a result of any act or failure to
act of Lessor including without limitation the inaccuracy in law
or in fact of the representations and warranties set forth in the
next preceding paragraph or the tax ruling request, there. shall
be payable to the Lessee on the next succeeding rental payment
date set forth in Section 2.1 after written notice to the Lessor
by the Lessee of such fact, (i) such amount as shall, by the end
of the term hereof, in the reasonable opinion of the Lessee,
result in an aggregate net return equivalent to that which would
have been realized by the Lessee if the Lessee had not made the
rental payment required to be made under Section 2.1(d) hereof
and:- (ii) the amount of any interest and penalty which may be
assessed by the United States against the Lessee attributable to
the loss of any portion of such investment tax credit.

6.2, Notwithstanding any other provision of this agreement, -
if Lessor fails to receive a favorable tax ruling of the Internal
Revenue:Service satisfactory to counsel for the Lessee with
respect to all matters requested as set forth in Exhibit C, by
September 30, 1975 or such later date as may be mutually agreed
between the Lessor and Lessee, then Lessee may at its option
* assign its interests in and obligations under this agreement and
the Sublease to a corporation to be formed by the Lessor for the
purpose of accepting assignment of this lease and the Sublease
and Lessor further agrees that it will take such actions as may
be necessary to establish such corporation and to assure a valid,
legal and binding assignment which will result in the termination
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of all interest of the Lessee in this Equipment Lease and the
Sublease,. : . Lo

Section 7. Rules, Laws and Regulations.

The Lessee agrees +to comply and to require the Guarantor
pursuant to the Sublease to comply with' all governmental laws,
regulations, requirements and rules (including the rules of the
United States Department. . of Transportation and the BAmerican
Association of Railroads) with respect to the use, maintenance
and operation of ‘each Item of Equipment subject to this Lease.

Sectidn 8. Use and Maintenance of Equipment.

The Lessee shall use the Equipment only in the manner for
which it was designed and intended and so as to subject it only
to ordinary wear and tear. The Lessee shall cause the Equipment
to be kept and maintained in the same order, condition and repair
as when delivered hereunder, ordinary wear and tear excepted,
suitable for use in interchange. The Lessee shall not allow any
Item of Equipment +to be modified without the written authority
and approval of the ULessor which shall not be unreasonably
withheld. - Any parts installed or replacements made by the Lessee
hereunder or by the Guarantor under the Sublease upon any Item of’
Equipment shall be considered accessions to such Item of
Equipment and legal title thereto shall be immediately vested 1in
the Lessor, without cost or expense to the Lessor.

Section 9. Liens on the Equipment.

‘Throughout the term of this Lease and during the period of
any storage of the Equipment by the Lessee provided for 1in
Section 13 or 15 hereof, the Lessee shall pay or satisfy and
discharge or cause to be paid, satisfied and discharged any and
all claims against, through or under the Lessee or the Guarantor
and its successors or assigns which, if unpaid, might constitute
or become a lien, encumbrance or charge upon the Egquipment, and
any liens, encumbrances or charges which may be levied against or
imposed ‘upon any Item of Equipment as a result of the failure of
the Lessee to perform or observe any of its covenants or
agreements under this Uease or the failure of the Guarantor to
perform or observe any of its covenants or agreements under the
Sublease, "but the l.essee shall not be required to pay, satisfy or
discharge or cause to be paid, satisfied and discharged any such
claims so 1long as the Lessee or the Guarantor shall, in good
faith and by appropriate legal proceedings, contest the wvalidity
thereof *“in any reasonable manner which will not affect or
endanger the title and .interest of the Lessor to the Equipment.



The Lessee's obligations under this Section 9 shall survive
termination of this Lease. It is further understood and agreed
that the obligation of the Lessee to perform under this Section 9
shall be required only to the extent that the Guarantor performs
its similar obligations under Section 9 of the Sublease.

Section 10. Further Assurances; Payment of Fees and Taxes.

10.1. Filing. The Lessee will, from time to time, do and
perform any act and will execute, acknowledge, deliver, file,
register, deposit and record (and will re-file, re-register,
re-deposit or re-record whenever required) any and all further
instruments required by 1law or reasonably requested by the
Lessor, for the purpose of protecting the Lessor's title to, or
the Assignee's security interest in, the Equipment +to the
satisfaction of the Lessor's or the Assignee's counsel or for the
purpose of carrying out the intention of this Lease, and in
connection with any such action, will deliver to the Lessor proof
of such filings and an opinion of counsel (who may be counsel to
the Guarantor) that such action has been properly taken. The
Lessor will pay or will reimburse the Lessee for all costs,
charges and expenses incident to any such filing, re-filing,
recording, re-recording, depositing, re-depositing, registering
or re-registering of any such instruments or incident to the
takinag of such action.

discharge when due all license and registration fees,
assessments, sales, use and property taxes, gross receipts taxes
arising out of receipts from use or operation of the Equipment
hereunder and other taxes, fees and governmental charges - similar
or dissimilar to the foregoing together with any penalties or
interest thereon, imposed by any state, federal or local
government upon any Item of Equipment and whether or not the same
shall be assessed against or in the name of the Lessor or the
Lessee,

Section 11L Insurance; Payment for Casualty Occurrence.

and acceptance of each Item of Equipment keep or require the
Guarantor to keep each such Item insured by a reputable insurance
company Or companies in amounts and against risks customarily
insured against by other railroad. companies on similar equipment.
Such insurance may provide that losses shall be adjusted with the

Guarantor and shall provide that the proceeds +thereof shall be

payable +to the Lessor, the BAssignee, the Guarantor, and the
LLessee as their interests shall appear. All proceeds  of
insurance received by the Lessor and the Assignee with respect to
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any JItems of Equipment not suffering a Casualty Occurrence (as
hereinafter defined) shall be paid to the Lessee upon proof

. satisfactory to the Lessor and the Assignee that any damage to

any Item with respect to which such proceeds were paid has been
fully repaired. Any such proceeds of insurance received by the
Lessor and Assignee with respect to a Casualty Occurrence shall
be credited toward the payment required by thlS Section 11 with
respect to such Casualty Occurrence,

11.2. Duty of lessee to Notify Lessor. In the event that any
Item of Eguipment shall be or become lost, stolen, destroyed, or,.
in the reasonable opinion of the Guarantor, irreparably damaged
during the term of this Lease, or thereafter while the Item of
Equipment is in +he possession of the Lessee pursuant to Section
13 or 15 hereof, or shall be requisitioned or taken over by any
governmental authority under the power of eminent . domain or
otherwise during the term of this Lease, (any such occurrence,
except for any requisition which by its terms is for an
indefinite period or is for a stated period which does not exceed
the term of this Lease, being hereinafter called a Casualty
Occurrence) , the Lessee shall promptly and fully (after it has
knowledge of such Casualty Occurrence) inform the Lessor and the
Assignee in regard thereto and shall pay the Casualty Value (as
herein defined) of such Item in accordance with the terms hereof.

11.3. Payment of Casualty loss. The Lessee, on the next date
for payment of Fixed Rental under Section 2.1(c) following a
Casualty Occurrence with respect to any Item of Equipment, shall
pay to the Lessor the installment of Fixed Rental due on such
payment date with respect to such Item of Equipment plus a sum
equal - to the Casualty Value of such Item of Egquipment as of the
date of such payment. :

11.4. Rent Termination. Upon (and not until) payment of the
Casualty Value in respect of any Item of Equipment and the rental
installment due on such payment date, the obligation to - -pay Fixed
Rental for such Item of Eguipment accruing subsequent to the
Casualty Value payment date shall terminate, but the Lessee shall
continue to pay rent for all other Items of Equipment.

11.5. Disposition of Equipment. The Lessee shall cause the
Guarantor, as sub-agent for the Lessor, to dispose of such:Item
of Equipment having suffered a Casualty Occurrence as soon "as the
Guarantor is able to do so for the fair market value thereof.
Any such disposition shall be on an "as is", "where is" basis
without representation or warranty, express or implied. It is
understood and agreed that as to each separate Item of Equipment
so disposed of the Guarantor is entitled, to the extent that the
Casualty Value attributable to such Item under the Sublease has
been paid by the Guaranto: to the Lessee, to retain all amounts
of such price plus any insurance proceeds and damages received by




the Guarantor by reason of such Casualty Occurrence up to the
Casualty Value attributable thereto under the Sublease and shall
remit the excess, if any, to the Lessee. The Sublease will
provide that in disposing of such Item of Equipment, the
Guarantor shall take such action as the Lessor shall reasonably
request to terminate any contingent liability which the Lessor
might have arising after such disposition from or connected with
such Item of Equipment.

11.6. casualty Value. The Casualty Value of each Item of
Equipment shall be an amount determined as of the date the
Casualty Value is paid as provided in this Section 11 (and not
the date of the Casualty Occurrence) equal to that percentage of
the Purchase Price of such Item of Equipment as is set forth in
the Schedule of Casualty Value attached hereto as Schedule B
opposite such date of payment.

11.7. Rigk of Loss. The Lessee shall bear the risk of 1loss
and, except as hereinabove in this Section 11 provided, shall not
be released from its obligations hereunder in the event of any
Casualty Occurrence to any Item of Equipment from and after the
date hereof and continuing until payment of the Casualty Value
and the Fixed Rental installments due on and prior to the date of"
payment of such Casualty Value in respect of such Item of
Equipment has been made, such Item or the salvage thereof has
been disposed of by the Guarantor and the title to such 1Item or
the salvage thereof and all risk of loss and liabilities incident
to ownership have been transferred to the purchaser of such Item
or the salvage thereof,.

" '11.8,., Eminent Domain. In the event that during the term of
this Lease +the use of any Item of Equipment is requisitioned or
taken by any governmental authority under the power of eminent
domain. or otherwise for an indefinite period or for a stated
period which does not exceed the term of this Lease, the Lessee's
obligation to pay rent shall continue for the duration of such
requisitioning or taking. The Lessee shall be entitled to
receive.and retain for its own account all sums payable for any
such period by such governmental authority as compensation for
requisition or taking of possession to an amount equal to the
rent paid or payable hereunder for such period, and the balance,
if any, shall be payable to and retained by the Lessor as its
sole property. '

Section 12. Annual Reports.

The Lessee will furnish to the Lessor on or before May 1 in
each year, commencing with the y=zar 1975, an accurate statement
of its financial condition as of the precéding year-end,
certified by the Lessee's independent accountants, if any, and by

10
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a principal financial or accounting officer of the Iessee. The
officer's certification referred to in the preceding sentence
shall include a statement that such officer is not aware of any
Events of Default hereunder or under the Sublease or conditions
or events which with notice or lapse of time might become such an
Event of Default or, if such officer is aware of any such Event
of Default or condition or event, specifying the same and the
nature thereot.

Section 13. Return of Equipment Upon Expiration of Term.

13.1. Upon the expiration of the term of +this Lease with
resnect to any Item of FEquipment, the Lessee will, at the request
of the Lessor, deliver or cause the Guarantor to -deliver
possession of such Item of Fguipment to +the Lessor upon such
storage tracks of the Guarantor as the Lessor may designate, or
in the absence of such designation, as the Guarantor may .select,
and permit the TIessor to store such Item of Equipment on such
tracks for a period not exceeding 180 days and transport the same
at any time within such 180 day period to any reasonable -place on
the lines of railroad operated by the Guarantor or to any
connecting . carrier for shipment, all as directed by the Lessor
upon not less than 30 days' written notice to the Lessee.  All
movement: and storage of each such Item is to be at the risk and
expense of the Lessee. During any such storage period the Lessee
will permit the Lessor or any person designated by it, including
the authorized representative or representatives  of: any
prospective purchaser of any such Item, +to inspect the same;
brovided, however, that the Lessee shall not be liable, except in
the case of negligence of the Lessee or of its employees or
agents, for any injury +o, or the death of, any  person
exercising, either on behalf of the Lessor or any prospective
purchaser, the rights of inspection granted under this sentence.
During any such storage period the Lessee shall maintain the
Items of Eguipment in such manner as the Lessee normally
maintains similar equipment owned or leased by it in similar
storage circumstances. The assembling, delivery, storage and
transporting of the Equipment as hereinbefore provided are of the
essence of this Lease, and upon application to any court of
equity having jurisdiction in the premises the Lessor shall be

. entitled to a decree against the Lessee requiring specific

performance of the covenants of the Lessee to so assemble,

deliver, store and transport the Equipment.

13.2. Notwithstanding the provisions of Section 13.1 hereof
it is understood and agreed that the obligation of the Lessee as
specified 1in said Section 13.1 shall be required to be performed
only to the extent that the Guarantor fulfills its similar
undertaking to perform pursuant to Section 13 of the Sublease.

11



Section 14,  Default.

4.1, Events of Default. Any of the following events shall.

constitute an Event of Default hereunder:

(a) Default shall be made in the payment of any part of
the rental or other sums provided in Section 2 hereof or in
Section 11 hereof and such default shall continue for five
days; or

(b) The Lessee shall make or permit any unauthorized
assignment or transfer of this Lease, or of possession of the
Equipment, or any portion thereof, and shall fail or refuse
to cause such assignment or transfer to ke cancelled by
agreement of all parties having an interest therein and to
recover possession of such Equipment within 37 days after
written notice from the Lessor to the Lessee demanding such
cancellation and recovery of possess1on, or

(c) An Event of Default under the Sublease shall . have
occurred and be continuing; or

(d) Default shall be made in the observance or
performance of any other of the covenants, conditions and

" agreements on the part of the Lessee contained herein and
such default shall continue for 30 days after written notice
from the Lessor to the Lessee, specifying the default and
demanding the same to be remedied; or ’

"(e) Any other proceedings shall be commenced’ by ‘or

against +the Lessee for any relief under any bankruptcy or

. insolvency laws, or laws relating to the relief of debtors,

. readjustments of indebtedness, reorganizations, arrangements,

~compositions or extensions {other than a law which does not:

permit any readjustment of the indebtedness payable
hereunder) . '

14, 2. Bgmgglgs. Subject to the provisions of Sectlon 14 of

the Condltlonal Sale Agreements, if any Event of Default has
occurred and is continuing, the Lessor, at its optlon, may~

(a) Proceed by appropriate court actlon or actions,
either at law or in equity, to enforce performance by the
Lessee of the applicable covenants of +this Lease or to
recover damages for the breach thereof; or

- (b) By notice in writing to the Lessee, terminate this
Lease, whereupon all right of the Lessee to the use of the
Equipment shall absolutely cease and terminate as though this
Lease had never been made, but the Lessee shall remain liable
as hereinafter provided; and thereupon, the Lessor may by its

12
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agents enter upon the premises of +the Llessee or other
.oremises where any of the Equipment may be located and take
possession of all or any of such Equipment and thenceforth
hold, possess and enjoy the same free from any right of the
Lessee, or its successors or assigns, to use the Eguipment
for any purpose whatever, but the Lessor shall, nevertheless;
‘have a right to recover from the Lessee any and all amounts
which may have accrued +to the date of such termination
(compu+ing the rental for any number of days less than a full
rental period by a fraction of which the numerator is such
accrued number of days in such full rental period and the
denominator 1is the total number of days in such full rental
period) and also to recover forthwith from the Lessee (i) as
damages for loss of the bargain and not as a penalty, a sum,
with respect to each Item of Equipment, which represents the
excess 0of the present worth, at the time of such termination,
of - all rentals for such Item which would otherwise have
accrued hereunder from the date of such termination to the
end of the term of this Lease over the then present worth of
the then fair rental value of such Item for such period
computed by discounting from the end of such term to the date
of such termination rentals which +the Lessor reasonably
. estimates to be obtainable for the use of the Item during
such period, such present worth to be computed in each case
on a basis of a 6% per annum discount, compounded quarterly
from the respective dates upon which rentals would have been
payable hereunder had this Lease not been terminated, and
... (i1) " any damages and expenses, 1including reasonable
.attorney's fees, in addi*tion thereto which the Lessor shall
" have sustained by reason of the breach of any covenant or
" covenants of this Lease, other than for the payment of
rental. -

14,3, Cumulative Remedies. The remedies in this Lease
provided in favor of the Lessor shall not be deemed exclusive,
but . shall be cumulative and shall be in addition to all other
remedies in its favor existing at law or in equity. The Lessee
hereby waives any mandatory requirements of law, now or hereafter
in effect, which might 1imit or modify any of the remedies herein
provided, to the extent that such waiver is permitted by law.
The Lessee hereby waives any and all existing or future claims of
any right to assert any off-set against +the rent payments due
hereunder, and agrees to make the rent payments regardless of any
off-set or claim which may be asserted by the Lessee on its
behalf in connection with the lease of the Equipment.

4.4, Lessoxr's Failure to Exercise Rights. The failure of
the Lessor to exercise the rights granted it hereunder- upon any
occurrénce of any of the contingencies set forth herein shall not
constitute a waiver of any such right upon the continuation or
recurrence of any such contingencies or similar contingencies.

13



u,.5. Termination by Assignee of Conditional Sale
Agreements. Anything in this Lease to the contrary
notwithstanding, . if the Assignee of the Conditional - Sale
Agreements shall, upon the occurrence of an Event of Default as
defined thereln, state in a written notice to the Lessor and
Lessee that this Lease terminates with respect to all or part of
the Equipment leased hereunder, this lease shall, immediately
upon receipt by Lessee of such notice, terminate as to all or
such part of the Equipment and the rights of the Lessee hereunder
shall at all times and in all respects be subject and subordinate
to the rights and remedies of the Assignee under the Conditional
Sale Agreement.

14.6. Notwithstanding the provisions of this Section 14
hereof if an Event of Default under the Sublease shall occur and
be continuing, then the Lessee may at its option assign its
interests in and obligations under this agreement and the
Sublease to .a corporation to be formed by the Lessor for - the
purvose of accepting assignment of this lease and Lessor further
agrees that it will take such actions as may be necessary to
establish such corporation and to assure a valid, 1egal and
binding assignment which will result in the termination "of  all
1nterest of the Lessee in this equipment lease and the- Sublease.

sééiibn‘15. Return of Equipment Upon Default.

ﬂ]5,1. Lessee's Duty to Return. If the Lessor or the Assignee

shall. terminate this Lease in whole or in part'pursuant to
Section.14 hereof, the Lessee shall forthwith cause possession of
the Fqulpment or such portion thereof as to which this Lease 1is
terminated, to be delivered to the Lessor. For the purpose of
delivering possession of any Item of Equipment to the Lessor as
above required, the Lessee shall:

, (a) Cause the Guarantor to forthwith place ‘such
.Equipment in such reasonable storage place on the Guarantor's
"lines of railroad as the Lessor may designate or, ‘in. the
absence. of such designation, as the Guarantor may select;

. (b) Permit the Lessor to store such Equipment in such
reasonable storage place on the Guarantor's lines of railroad

. for a-period not exceeding 180 days at the risk of the-

Lessee; and

(c) Cause the Guarantor to transport the Equipment, at
any time within such 180 days' period, to any place on  the
lines of railroad operated by the Guarantor or - to any
connecting carrier for shipment, all as the Lessor may

reasonably direct upon not less than 30 days' wrltten notice -

to the. Lpssee,
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15.2. .- Specific Performance. The assembling, delivery,
storage and +ransporting of the Equipment as hereinbefore
provided are of the essence of this Lease, and upon application
to any court of equity having jurisdiction in the premlses, the
Lessor shall be entitled to a decree against the Lessee requiring
specific performance of the covenants of the Lessee so to cause
delivery, storage and transportation of the Equipment.

15.3. Lessor Appointed Lessee!'s Agent. Without in any way
limiting the obliacations of the Lessee under the foregoirng
provisions of this Section 15, the Lessee hereby irrevocably
appoints the Lessor as the agent and attorney of Lessee and
herehy substitutes the Tessor as agent and attorney of the
Guarantor pursuant to Section 15.3 of the Sublease, with full
power and authority, at any time while the Lessee is obligated to
deliver possession of any Items of Equipment to Lessor, to demand
and take possession of such Item in the name and on behalf of the
ILessee from whosoever shall be at the time in possession of such
Item.

15.4, Notwithstanding the provisions of Section 15 hereof it
is ‘expressly understood and agreed that the obligation of the’
Lessee to comply with the provisions of said Section 15 shall be
required to be performed only to the extent that similar
provisions in Section 15 of the Sublease are performed by the
Guarantor. S

Séction 16. Assignments by Lessor.

" This Lease and all rent and other sums due and to become due:
hereunder and other rights of the Lessor hereunder have been
assigned to the respective Manufacturers of Items of Equipment
subject hereto pursuant to Section 14 of the Conditional Sale
Agreeménts, and all rent and other sums due and to become due
hereunder shall be paid by wire transfer of Federal funds to the
Assignee at such bank or trust company in the United States of
America as the Assignee shall from time to time specify in
writing. . Without limiting the foregoing, the Lessee further
acknowledgesv and agrees that (i) the rights of the Assignee in‘:
and to the sums payable by the Lessee under any provisions of
this Lease shall not be subject to any abatement whatsoever, and
shall not be subject to any defense, set-off, counterclaim or
recoupment whatsoever whether by reason of or defect in Lessor's
title, or any interference from whatsoever cause (other than from
a wrongful act of the BAssignee) in the wuse, operation or
possession of the Fquipment or any part thereof, or any damage to
or 1loss or destruction of the Equipment or any part thereof, or
by reason of any other indebtedness or liability, howsoever -and
whenever arising, of the Lessor to the lLessee or to any other
person, firm or corporation or to any governmental authority or

15



for any cause whatsoever, it being the intent hereof that, except
in +the event of a wrongful act on the part of the Assignee, the
Lessee, subject to Section 17.2 hereof, shall be unconditionally
and absolutely obligated to pay the Assignee all of the rents and
other sums which are the subject matter of the assignment, and
(ii) the Assignee shall have the sole right to exercise all
rights, privileges and remedies (either in its own name or in the
name of the Lessor for the use and benefit of the Assignee) which
by the terms of this Lease are vpermitted or provided to be
exercised by the Lessor.

Section 17. Assignments by lessee; Use and Possession.

17.1. Assignment of Sublease. To further secure the payment
of +the full amount of the Fixed Rental and all other payments as
herein provided and for the performance of the Lessee's
obligations herein containegd, the Lessee hereby assigns,
transfers and sets over unto the Lessor, and grants a security
interest in, all the Lessee's right, title and interest, as
lessor under the Sublease, together with all rights, powers and
-privileges, and all other benefits of the Lessee as lessor under
the Sublease, including, without limitation, except . as
hereinafter provided, the immediate right to receive and collect
all rentals and profits and other sums payable to or receivable
by the Lessee under or pursuant to the provisions of the
Sublease, and the right to make all waivers and agreements, to
aive all notices, consents and releases, to take all action upon
the happening of an Event of Default under the Sublease and to do
any and all other things whatsoever which the Lessee, as lessor,
is or may become entitled to do under the Sublease. In
furtherance of the foregoing assignment, the Tessee hereby
irrevocably authorizes and empowers the Lescor, in its own name,
or in the name of its nominee, or in the name of the Lessee, or
as 1its attorneys, to ask, demand, sue for, collect and receive
any and all sums to which the Lessee is or may become entitled
under the Sublease and to enforce compliance by the Guarantor
.with all the terms and provisions of the Sublease. The Lessee
further agrees to notify promptly the Lessor of any Event of
Default under the Sublease of which it has notice. This
assignment being made only as security shall not subject the
Lessor to, or transfer, or pass, or in any way affect or modify,
the 1liability of the ©Lessee as lessor under the Sublease, it
being understood and agreed that notwithstanding this assignment,
.or any subsequent assignment, all obligations of the Lessee to
the Guarantor, as lessee, under the Sublease, shall be and remain
enforceable by +the Guarantor, its successors and assigns,
against, and only against, the Lessee. Further, the Lessee
covenants and agrees that it will perform all of its obligations
to be performed under the terms of the Sublease, and hereby
irrevocably authorizes and empowers the Lessor, in its own name,
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or in the name of its nominee, or in the name of the Lessee, as
its attorney, on the happening of any failure by the Lessee to
perform or cause to be performed, any such obligation. The
Lessor hereby agrees with the Lessee that the amount of any such
vpayments of Fixed Rental or of Casualty Value under the Sublease
which are in excess of any payments of the Fixed Rental or of
Casualty Value, as the case may be, due and payable hereunder are
not assigned hereby and shall be released by the Lessor to or
upon the order of the. Lessee. Upon the full discharge and
satisfaction of the full amount of +the Fixed Rental, and ' all
other payments as herein provided and the performance of all of
the lessee's obligations herein contained, the assignment made
hereby and all rights herein assigned to the Lessor shall cease
and terminate, and all estate, right, security title and interest
of the Lessee granted, assigned, transferred or set over pursuant
to this Section 17.1 in and to the Sublease shall revert to the
Lessee. »

17.2. Limitation of Lessee's Obiigation. Notwithstanding any
other provision of this Lease, it is understood and agreed by the
Lessor that all amounts payable by the Lessee under and pursuant
to this Lease (other than amounts payable under Section 2.1(d)),
shall be payable only from and out of the Equipment, the Sublease
and the sums payable thereunder and +the obligatio